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the firm (Section-A5 Table 4.10). Except cost of goods sold/
net sales, all other expense ratios indicated a falling trend till
1980, but a steep rise in 1981. Earnings before depreciation
but after interest / net sales was negative for all the years-from
1978 to 1981, but at a falling rate upto 1980 and showed a
steep rise afterwards because sales were negative in 19S1
(Section-A (ii), Table 4.1J). Jt meant, that the firm was able
to improve its performance by controlling expenses which mini-
mised its losses upto 1980, but suddenly expenses increased to
unmanageable proportions which resulted in encrmcus losses
in 1981.
AH the expense ratios for Finn-XI showed a falling
trend except for the ratios of interest / net sales and cost of
goods sold / net sabs (Table 4.10). As such, the firm was
able to earn profits after meeting all expenses including interest
since 1980 (Table 4.11). It meant that its ability to control
expenses could enable the firm to earn some profits after meet-
ing all expenses.
Profitability
Earning profits is an important goal of every firm.
Its success or failure is decided by its profitability alone.
A firm's growth, strength and stability depend en its ability to
earn profits.
Profitability can be determined in relation to sales, tctal
capital employed, net worth and total debt. In addition to
these, retained earnings as per the balance sheet in relation to
total assets are studied to know whether its accumulated
earnings are negative which implies accumulated Icsses indica-
ted by a minus sign.
For Firm-I, the ratio of earnings before depreciation
and interest to net sales shows a positive account except for
1979 (Section-A (i), Table 4.5). Tire positive value of the
ratio is seen at an increasing rate (semi-average method)
whereas earnings before depreciation and after interest / net
sales indicated a negative value for all the years except a
meagre amount of positive earnings in 1980 and 1982 (Section-A
(ii), Table 4.5). Likewise, earnings before depreciation and